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Ramadan has started, accompanied by a high risk of ISIS attacks across the Muslim world. The Group will
take this period as an opportunity to reorient its strategy, launching significant offensives in its core terrain
(with important gains in northern Aleppo and large-scale attacks in Bagdad) and the surrounding
neighbourhood. Russian air operations in Syria greatly escalated once again over the past month, targeting
critical frontlines in Aleppo. The EU-Turkey refugee deal is being successfully implemented, easing social
tensions in Europe. Instability rose in some Latin American countries and remained eased in Asia, but with a
risk of escalation in the next weeks given the territorial disputes between the Philippines and China over the
South China Sea. The risk of social unrest in North Africa remains high (Algeria, Tunisia and Egypt).

Geopolitical conflicts around the world kept at stable levels during May...
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The BBVA Research World Conflict Intensity Index' remained stable in May with a high risk of
escalation in the next month during Ramadan, with fears that ISIS could take advantage of the period to
reorient its strategy. The Group is currently launching attacks within and on the periphery of the
Muslim world in order to foster regional disorder and exploit sectarian divide. It is also expanding its
footprint in majority-Muslim countries such as Bangladesh, Philippines and Pakistan. A major ISIS
offensive against opposition groups in northern Aleppo poses a significant risk to the long-term success
of the anti-ISIS campaign.

Russian air operations greatly escalated over the last month in Syria, coinciding with the further
breakdown of the Geneva negotiations. Russian air operations expanded beyond the targeting of critical
frontlines in Aleppo and began to hit key locations held by the opposition groups. Russia also heightened
tension with NATO in order to test the Alliance and maintain an assertive posture in the Baltic and Black
Sea regions (conducting a campaign of information warfare against the Baltic States and responding
aggressively to US military exercises in the Black Sea region).

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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Disputes over the South China Sea were rekindled in the Asian security summit as a result of concerns
over the international court ruling expected in coming weeks on a case brought by the Philippines against
China over its claims in the region, which could prompt Beijing to declare an air defence identification
zone as it did over the East China Sea in 2013. It would automatically raise tensions and call into serious
guestion China's commitment to diplomatically manage the territorial disputes of the South China Sea.
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... In line with social unrest

The World Protest Index slightly decreased in May (as shown by our BBVA Research World Protest
Intensity Index?), but it is still well above the long-term average. According to the BBVA Research
World Protest Intensity Map, the key takeaways were:
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* In Emerging Europe, pressures in the Balkans
over the refugee crisis eased after the EU-Turkey
deal. Violent protests over Government reforms
continued in Kazakhstan, while social unrest eased
in Ukraine after some months of high political and
social instability.
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* In North Africa and the Middle East, social
g’;ai 1 turmoil remained at extreme levels and the
L situation is unstable. The ISIS stronghold in Libya
torael and its neighbours continued to spread social unrest

in North Africa. In the Middle East, ISIS took

advantage of unstable political situation in lIraq,
increasing instability in the area.
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Summing up

Ramadan sees the start of a period of greatly increased threat and insecurity in the MENA region. ISIS will
take this as an opportunity to launch attacks, spread instability, exploit sectarian divisions and reorient its
strategy. The EU-Turkey refugee deal has successfully reduced the migrant flows to the Greek coasts,
easing tensions in the country and the Balkans. Social unrest in Asia continues to be contained, but the
revival of territorial claims in the South China Sea could trigger tensions in the region.

2: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.

3/4 www.bbvaresearch.com


http://www.dgelt.org/
https://www.bbvaresearch.com/en/methodology-tracking-protests-and-conflicts-2/

I BBVA Geo-World Monthly Update

May 2016

DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.



